This paper proposes a new approach to use qualitative information for investigating central banks' monetary policy strategy. Quantitative assessment indicators which are generated from a central bank's public statement with the balance statistic method are used to estimate Taylor-type rules. This procedure allows to directly capture a policymaker's assessment of macroeconomic variables which are relevant for the decision making process. As an application of the proposed method, a novel real time data set consisting of assessment indicators for the Bundesbank is generated to re-investigate its monetary policy. The analysis provides evidence that (i) the Bundesbank was a flexible monetary targeter and (ii) that the proposed indicator variables contain information beyond that of standard macroeconomic variables used in monetary policy analysis.
Introduction
Empirical analyses of monetary policy are usually characterized by estimating interest rate rules which express the central bank's policy rate as a function of data on macroeconomic variables. One strand of that literature uses qualitative information to capture a policymaker's assessment of variables with importance for the policy stance. The analysis in this paper extends that literature and outlines how survey methodology can be used to quantify central banks' assessments of macroeconomic variables. These assessment indicators about economic and monetary developments can then be used to estimate a monetary policy rule. As an application of the outlined method, a real time data set based on public communication records of the Bundesbank is used to re-investigate its monetary policy between 1970 and 1998.
The information contained in a policymaker's assessment of macroeconomic variables is not available when estimating monetary policy rules as a function of these variables only, that is, the policymaker's assessment of a specific variable can generally be different from the numerical value of that variable. For example, a policymaker might consider that a shock to a variable that plays an important role for monetary policy, such as the inflation rate, is of temporary nature only. In this case the shock will not be attributed much weight for the central bank's monetary policy decisions. By contrast, if a policymaker judges the shock to be of permanent nature, 
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European Journal of Political Economy j o u r n a l h o m e p a g e : w w w . e l s e v i e r . c o m / l o c a t e / e j p e its actions are likely to be shaped in response to the shock. The central bank will take decisions depending on its assessment of the shock and communicate both, decision and its underlying motivation, to the public. Central banks' public communication is aimed to achieve an understanding of the policy stance, not least to improve efficiency of monetary policy. To capture information about a central bank's assessment of variables important for its decision making process a central bank's public statements can be used. Such statements are available, for example, in its regular economic statistical bulletin. The approach proposed in this paper consists, in a first step, of assigning these statements ordinal marks depending on whether they are indicative of (i) upward, (ii) downward, or (iii) no deviation of the assessed macroeconomic variables from expected trend, that is, the variable's trend which the central bank judges to be consistent with its monetary policy stance. In a second step these ordinally marked statements are quantified with the balance statistic method into assessment indicators which can be used to analyze monetary policy.
As an application of the proposed method, a new real time data set that allows re-examining the monetary policy strategy of the Bundesbank is set up. The Bundesbank's monetary policy is chosen as showcase for two reasons. First, its long publication history of monthly bulletins which are used as basis for generating the assessment indicators allows for setting up long time series for investigation. Second, though the Bundesbank continues to be considered a benchmark in light of its success in maintaining price stability, one specific element of its monetary policy strategy was subject to debate. This distinctive feature consisted of targeting growth in monetary aggregates. As to whether the Bundesbank actually targeted monetary aggregates was challenged by Bernanke and Mihov (1997) as well as Clarida et al. (1998) who find monetary aggregates to be statistically insignificant when estimating Taylor-type rules for the Bundesbank. In contrast, using the method proposed in this paper provides evidence that the Bundesbank indeed took into consideration monetary aggregates but also economic activity and inflation developments in its monetary policy decisions since 1975. The analysis therefore adduces evidence in favor of the findings of Gerberding et al. (2005) 
